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Dear Sir or Madam:

Your application for exemption from Federal income tax ns an organlzation

described in Section 501(c)(4) of the Internal Revenue Code haos “een given
consideration,

The information submitted Zlsclcsen that you were incorporated umder the
nonprofit laws of the Staie of I o~ N . The third
urticle of your Articles of Incor, oration provides that the purnvses for
which vou were formed are, Zn part, "To set up an artistas’ managed warket
for works of art, to assist member articts and craftsmen in reducing the
costs of thelr production and marleting, to provide for the disrlay amd
sales of the products of member artists amd crafrsman...”

Your sctivities consiat of operating en Art Gallery. You have Il partic-
{pating members, each signing a contract to pay SHEEEE and o work ona
to one and a half days per month as gallery rent for displaying thelir
workd, Thils enables the members to purse thalr crafta and offer them
{or sale without a large luvéalimant, All 22la2e =maney {a aiven to the
zombor whean wark was sold., Activities during Il other than gallery
oterations consisted of a Grand Opening amx! 8 “Featured Artisie’ recep-
Lion”. The "Peatured Arttera’ raception”™ will Le condustzd guarterly,
Section 1,501(c)(4)=1(a)(2) ot the income Tax Repulations providas thae
an organization 1s operated exciusively [or the promotion of asdnia) wael-
fare 1f it 48 privarily engaged in promoting in sowe way the common good
and seneral welfare of the people of the cormunity., An organizatiin,
carr {ng on a business in a manner similar to organizations which arc
oper 1L~d for profit, does not cualify as an organiza fon operating exclu-
give for the promotion of social welfare.

irie Frdowwent v. L.S., 316 F 2d, 151, (1963) mlds the concept of social

welfare sugpests hencfita which affect a whole commmity rather than a
private rroup of altlzens,




Commissioner v. Lake Forreat, Ine., 305 ¥ 2d, 0814, (196)) held that a

corporation formed to ncyuire and cpearate a low cost housing co-op was
rot a civie league o~ social welfare organization because it did4 mot

offer a program or servige to benefit the community at large. it

Ravenua Ruling 73-349, 1973-2 C.B., 179, held that a co-op formed for tha
purpone of purchasing groceries for members at lowsr costs was not exempt
under Section 501(c)(4) because they were primarily oparated for the pri-

vate benefit of {ts members and any benefits to the ‘ommunity were {nci-
dental.

Based upon information submitted in the Form 1024 end vou. latter of
I . (t appears that you are opersting an art gallervy for
the private benefit of your members.

Therefore, we have concliuded that you dc wot qualify as an organization
described in Sectfonm 501 (c) (4) of che Codna,

You are required to file Fedaral income tax returns amually on Form 1120,

If you do not agree with these concluaions, you may, wi.chin 3 days
from the date of this propoced adverse determination letters, appaal
to the Repiunal Office through this Key Distriet Nffice. Your appeal
should contain ' & information described under Regional Office Appeal
in the enclosed Publication 892, and should be mailed to this office.
The Regional Nffice will lat you 'mow what actlion they take, and will
set a date and place for any conferwnce to be held, If a written pru-
test {8 not receilved within the showe 456 petiod this determination
Letter will be final,

Tuisk i{s a detarminatfon letter.

Sinecets Ly yours,

s1gnod NN
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Diserint Director
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